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UNIL TED ARAB EM RATES

1. Money Laundering

a. Feder al Law. Feder al Law No. 4 of 2002
crimnalizes noney laundering in the UAE and provides
supporting nechanisns and structures to enforce the
prohi bi tion.

Under the Law, prohibited activity consists of the
intentional commssion of any act involving the transfer,
nmovenent or deposit of property or conceal nent or disqguise
of its true nature wth the know edge that such property is
derived froman offense relating to:

(a) narcotics and psychotropi c substances;

(b) kidnapping, piracy and terrorism

(c) violation of the environnental |aw,

(d) illicit dealings in firearns and amuniti on;

(e) bribery, enbezzlenment and damage to public property;
(f) fraud, breach of trust and rel ated of fenses; and

(g) ot her rel at ed of f enses speci fi ed in rel evant
i nternational conventions to which the U AE is party.

The offense of noney laundering is punishable with a
prison term of up to seven years or a fine of up to
Dh 300, 000. These crimnal sanctions are in addition to
confiscation of proceeds or equivalent assets where such
proceeds are converted into or mxed wth lawfully derived

property.

The Law inposes both general and specific obligations
on Financial Institutions and Oher Financial, Comercial
and Economc Institutions. The Law defines Financi al
Institutions to include any bank, finance conpany, noney
exchange house, financial or nonetary internmediary or any
other establishnent |icensed by the Central Bank, whether
publicly or privately owned. The term Qher Financial,
Commercial and Economc Institutions is defined to nean
establishnments |icensed and regul ated by agencies other than
the Central Bank, such as insurance conpanies, stock
exchanges and others. The Law is accordingly broader in
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scope than Central Bank Crcular No. 24 of 2000, which
applied only to banks (see the January 2001 edition of this
Newsl etter).
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The Law establishes a National Anti-Mney Laundering
Commttee chaired by the Governor of the Central Bank.
QG her Commttee nenbers include nomnees of (i) the Central
Bank, (ii) the Mnistry of Interior, (iii) the Mnistry of
Justice, Islamc Affairs and Awgaf, (iv) the Mnistry of
Finance and Industry, (v) the Mnistry of Econony and
Commerce, (vi) the authorities <concerned wth 1issuing
commercial and industrial licenses and (vii) the UAE
Cust ons Counci | . The duties of the Commttee shall include
(i) proposing anti-noney |aundering rules and procedures,
(ii) facilitating exchange of information and coordination
between the governnent agenci es represented on the
Commttee, (iii) representing the UAE in international
anti-noney laundering fora, (iv) proposing the Commttee's
organi zational regulations and (v) undertaking any such
additional matters as the conpetent authorities may from
time to tine refer to the Conm ttee.

The Law also provides for a Financial Information Unit
to be established within the Central Bank, designhated to
deal with cases of noney |aundering and suspected noney
| aundering. Al Financial Institutions and O her Financial,
Commercial and Economc Institutions are required to report
any transaction suspected of violating the Law to the Unit,
using a format to be specified by the Commttee.

In addition to the crimnal liability inposed on
of fenders engaged in noney |aundering, the Law specifies a
nunber of additional penal sanctions to prevent and conbat
nmoney |aundering activities. The Law provides that noney
| aundering conmtted in the nanme or for the account of any
Financial Institution or Oher Financial, Commercial and
Economc Institution operating in the UAE shall render
such entity crimnally liable to a fine ranging from
Dh 300,000 to Dh 1,000,000 in addition to confiscation of
proceeds or property, or equivalent assets if converted into
or mxed with property derived fromlawful sources.

The Law al so specifies circunstances in which crimnal

liability wll extend to officers and enpl oyees of a |egal
per son. In particular, a chairman, director, nanager or
enployee of a Financial Institution or Qher Financial,

Commercial and Economc Institution who fails to report to
the Unit the occurrence of any act related to noney
| aundering is subject to inprisonnent and a fine of up to

Dh 100, 000. In addition, a person who alerts another that
he is being nonitored or investigated in connection wth
suspected noney laundering activities is subject to

inprisonnment of up to one year and a fine of up to
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Dh 50,000. A person who falsely notifies the authorities of
a noney laundering offense in bad faith and with intent to
cause harm to another shall be subject to the penalty that
applies to the offense that was falsely reported. A person
who violates any other provision of the Law shall be
puni shed with a fine of at |east Dh 100, 000.
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The Law provides a degree of inmmunity to persons who
disclose information in conpliance with the Law s reporting

obl i gati ons. Specifically, Financial Institutions,  her
Financial, Commercial and Economc Institutions, and their
directors, enpl oyees and representatives shall enj oy
immunity from any crimnal, civil or adm ni strative

liability that nmy arise from disclosure of required
information or from departure from a confidentiality
restriction inposed by a statutory, contractual, regulatory
or admnistrative provision unless it is proved that such
di scl osure occurred in bad faith with intent to cause harm

The Public Prosecutor has the sole authority to bring
crimnal prosecutions under the Law The Central Bank may
freeze suspect property held by a Financial Institution for

a period of up to seven days. Precautionary orders and
provi sional attachnment orders relating to property wth
Financial Institutions nust be executed by neans of the
Central Bank.

The Law directs the Central Bank to define a threshold
for the undeclared inport of cash into the UAE and to
establish a system for declaration of suns inported in
excess of such threshold. A violation of these restrictions
is punishable with a fine of between Dh 2,000 and Dh 10, 000,
and the funds in question shall be attached until released
by an order of the public prosecution office.

The relevant |icensing and supervision agencies for
Financial Institutions and other Financial, Commercial and
Econom c Institutions are required to establish appropriate
mechani snms to ensure conpliance with anti-noney |aundering
rules and regulations. A specific obligation is inposed on
such agencies to report suspicious cases to the Financial
I nformation Unit. Al'l concerned agencies are required to
treat as confidential all information pertaining to the
crimnal offenses introduced by the Law, except to the
extent required for use in investigations, |egal actions, or
| awsuits relating to violations of the Law

Wth regard to cooperation in respect of internationa
money |laundering, the Law provides that the judicial
authorities of the U A E my order the pursuit, freezing or
provi si onal at t achnent of property, pr oceeds or
instrunmentalities pursuant to a request from the judicial
authority of another state, on the basis of a treaty binding
on both states, or on condition of reciprocity if the
of fense in question is also punishable in the U A E
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b. Instructions to insurance conpanies. The U A E
M nister of Econony and Conmerce has issued a Circular to

al | insurance conpanies in the UAE est abl i shi ng
procedures to conbat noney | aunderi ng.
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The Crcular defines noney |aundering as any act
i nvolving novenent, transfer, deposi t, conceal nent or
disguise of illegally obtained property, for the purpose of
maki ng such property appear, contrary to fact, to be derived
fromlegitimte sources.

The CGrcular applies to all I nsurance conpani es
operating in the UAE and to their directors and
enpl oyees. The Grcular also applies to foreign branch

offices of local insurance conpanies if the countries in
which the branches are located do not apply anti-noney
| aundering procedures or if they apply procedures |ess
stringent than those inposed by the G rcular

In accordance with the CGrcular, an insurance conpany
is required in five specific circunstances to verify
information about its client. The information that it nust
verify includes the client's identity and financial status,
the source of the funds to be invested, the reasons for
obtaining insurance, the client's net annual incone during
the past three years, the life insurance, savings and fund
accurul ation policies held by the client, whether issued by
the reporting insurance conpany  or ot her i nsurance
conpanies, the distribution of assets that the client owns,
loans that the client has obtained, and the nanmes of the
financial institutions with which the client deals.

These verifications are required in the followng five
ci rcunst ances:

(a)lf the client's prem um paynents to the insurance conpany
exceed (i) for individuals, a |unp sum of Dh 370,000 or
an installnment of Dh 92,000, (ii) for groups, a lunp
sum of Dh 1,100,000 or an installnent of Dh 275,000, or
(iii) Dh 40,000 in cash

(b)If the client holds insurance contracts with the sane or
other insurance conpanies in which the total funds
i nvested exceed the limts set forth in this Grcular.

(c)If a cash paynent is received in the anmount of Dh 40,000
or nore by personal check, bank transfer, traveller's
check or postal order.

(d)If the cunulative total anount of cash paid exceeds
Dh 40,000 in a single year.
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(e)If there is suspicion of noney |aundering, even if the
sunms in question are less than the limts set forth in
this Grcular.

The Crcular prohibits the issuance of a |life
i nsurance, savings or fund accunulation contract to a person
using a pseudonym Instead, the nane of the policy holder

must conformto the nane shown in his or her passport for an
individual, or in the trade |license for a juristic person.

Al'l insurance conpanies licensed in the UAE and
their directors, managers and enployees are obliged
personally to report any unusual transaction which nmay have
the purpose of noney |aundering and submt a report to the
Assistant Undersecretary for Conpanies Affairs at the
M nistry of Econony and Commerce, who in turn shall submt a
copy of the report to the Central Bank. Al investigations
are to be conducted in utnost secrecy, and the insurance
conpany and its enployees are accordingly prohibited from
informng the client of the foregoing.

| nsurance conpanies that do not conply wth the
provisions of the Crcular will be punished in accordance
with the rules and regulations in force in the UAE

| nsur ance conpani es nust:

(a)Provide the Mnistry with the nane of the enployee
charged with contacting the Mnistry to report cases of
money | aundering or suspected noney | aundering,
reporting thereupon, and mai nt ai ni ng appropri ate
records thereof;

(b)Insure that internal control regul ati ons adequately
i npl enent and appropriately cover the application of
anti - noney | aunderi ng procedures; and

(c)Receive from the client a copy of his passport or
identity card if the client is an individual, signed as
a true copy by the concerned enployee; a copy of the
trade license if the client is an institution, signed
as a true copy by the concerned enployee; and a
financial statenent and statenment of identity of a

client holding a Ilife insurance, savings or fund
accurul ation policy, as per the form attached to the
Crcul ar.

The Crcular stipulates that all policies, forns,

registers and files nmust be saved for a period of five years
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fromthe date the i nsurance contract is issued and should be
available to the Mnistry's inspectors.

The Circular has two annexes. The first provides four
exanpl es of how insurance conpanies can be used for noney
| aundering purposes, while the second provides exanples of
how clients, agents and enpl oyees of insurance conpani es can
be involved in noney |aundering. Al so attached is a form
for reporting the financial statenent and identity of a life
i nsurance, savings or fund accumrul ati on policy hol der.

2. New Federal Cvil Service Law

Federal Law No. 21 of 2001 introduces new rules
governing enploynent by the Federal governnment and repeals
its predecessor statute, Federal Law No. 8 of 1973. It
closely follows the text of the draft law that was reported
earlier (see the June 1999 edition of this Newsletter).

The new Law sets forth conprehensive rules on the
appoi ntment, evaluation, pronotion, terns and conditions of

enpl oynent , obl i gati ons, I nvestigation, di scipline and
di scharge of enployees of the Federal governnent. The
system of Cvil Service grades wll be determned by
resolution of the Cabinet, and the Gvil Service Council
will have a general role in governing affairs related to the

Cvil Service.

The anti-bribery and anti-conflict of i nt er est
provisions that were contained in Federal Law No. 8 of 1973
are expanded. The new Law continues to provide that a civil
servant may not perform any acts for another person for a
salary or without a salary, even if outside official hours
of work, except upon permssion of the concerned Mnister;
that a civil servant may not have any direct or indirect
interest in any business, contracting agreenent or contracts
related to the task of the Mnistry to which he bel ongs; and

that a civil servant nmay not take as |essee any real
property, lands, or other property wth the intent of
exploiting the sane at the sane tinme that the tasks of his
office are perforned therein. The new Law al so contains
express provisions that no civil servant nmay conbine his
office with any other office, although as an exception a
civil servant may serve on the Board of Directors of a
society of public benefit or a corporation having state
shareholding; and that no civil servant may conduct any

professional, commercial or financial activity related to
the authority for which he works, either by hinself or
t hrough an internediary.
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3. Sharj ah Tenancy Law

The Emrate of Sharjah has enacted a new Law that
governs the leasing of real estate and replaces the earlier
statute, which was enacted in 1977. The new Law i ncl udes
protections for tenants who |ease land for residential,
commercial, industrial or professional purposes. Land used
for agricultural purposes, governnent |ands, residences
provi ded for enpl oyee accommobdations, hotels and |and | eased
for nore than 25 years are specifically exenpt from coverage
of the new Law.

a. Rent comm ttee. The new Law provides for the
est abl i shnent of rent al medi ati on comm ttees. It
contenplates that such rent commttees may be established in
cities throughout the Emrate of Sharjah pursuant to a
Decree to be issued at a later tine by the Executive Council
of Sharjah and approved by the Ruler of Sharjah. A rent
commttee wll be enpowered to adjudicate disputes between
| andl ords and tenants. It wll have sone judicial powers,
such as the power to hear requests for tenporary and summary
procedures and to award nonetary danmages. The conmttee's
monet ary danmages awards that do not exceed Dh 100,000 nay
not be appeal ed. However, awards exceeding Dh 100,000 nay
be appealed to a Conplaints Commttee, whi ch  when
established w Il consist of three judges nom nated by the
UAE Federal Mnister of Justice and Islamc Affairs.
Appeals to the Conplaints Commttee nust be taken wthin
fifteen days of a party's notification that the rental
medi ati on commttee has ordered it to pay danages in excess
of Dh 100,000. Awards of the Conplaints Commttee cannot be
appeal ed.

b. Regi strati on. A tenancy contract and any
anendnent to a tenancy contract nust be registered with the
(1) Sharjah Municipality or other conpetent authority, (2)
the rental nediation commttee, and (3) the Conplaints
Commttee. Either a landlord or a tenant may ask the rental
medi ation conmttee to conpel the other party to register
the tenancy contract. The Law permts the Sharjah
Municipality or other conpetent authority to register the
tenancy contract if a tenant or a landlord refuses to adhere
to the rental nediation conmttee's order to register the
t enancy contract.

The new Law prohibits a governnent agency from
considering an unregi stered tenancy contract. If a tenant
fails to register a tenancy contract or any anendnent to a
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tenancy contract, the Sharjah Minicipality may notify the
tenant to register the contract or amendnent within fifteen

days. If the tenant fails to do so, the Sharjah
Municipality may suspend all public services to the
prem ses.

C. Evi ction. The new Law prohibits a landlord from

evicting a tenant for a period of at |east three years from
the date of execution of the tenancy contract or an
extension of it even if the term of the relevant tenancy
contract is for a shorter period of tine. However, there
are sonme exceptions to these broad protections.

If a tenant renting residential premses fails to pay
rent within fifteen days of such rent comng due, the

landlord may evict the tenant. Smlarly, if a tenant
renting premses for comercial, industrial or professional
purposes fails to pay rent within thirty days of the rent
comng due, the landlord may evict the tenant. However, if
the landlord refuses to accept the rent or to inform the
tenant of the place where it wll receive rental paynents,
then the tenant may deposit the rent in the rental nediation
commttee's nane at the Sharjah Muinicipality. The tenant

must notify the landlord of such deposit and the |andlord
may petition the rental nediation conmttee to receive any
anounts deposited. Such deposits are not subject to any
f ees.

A tenant may also be evicted if it violates the terns
of the relevant tenancy contract, the U AE Gvil Code or
the Sharjah Tenancy Law and if the tenant fails to renedy
the violation within fifteen days of being notified of the
violation by the |andlord. A tenant may be evicted if it
subl eases the prem ses w thout the approval of the |andl ord.
It may also be evicted if it uses the prem ses for purposes
that are not specified in the relevant tenancy contract or
for purposes contrary to public order and norals.
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A landlord may evict a tenant in order to reconstruct
or nmake additions to the premses if the landlord obtains
the necessary governnental licenses required to undertake
such work. A tenant may al so be evicted if the prem ses are
dilapidated or are in a zone not designated for their
current use. In both cases, a tenant will be given three
nmonths' notice to vacate. |If the landlord evicts the tenant
because the premses are dilapidated, the Ilandlord nust
begin denolishing the premses within tw nonths of the
vacation of the prem ses. QG herwise, the tenant nmay
petition the rental nediation conmttee to return to the
prem ses and seek danages associated wth vacating the
prem ses fromthe |andlord

A landlord who wants to occupy the prem ses hinself or
permt one of his sons to occupy the premses may evict a
current tenant if the Jlandlord has no other suitable
residence in the area where the premses are |ocated. In
such case, the landlord nust give the tenant at |east three
mont hs' notice before expiration of the tenancy contract and
the landlord or one of his sons nust occupy the vacated
premses for at |east one year after evicting the tenant. If
the landlord evicts the tenant in order to occupy the
premses hinself or to permt one of his sons to occupy the
prem ses, then either the landlord or one of his sons nust
occupy the premses within tw nonths of the tenant's
vacating the prem ses. QG herwi se, the tenant nay petition
the rental nediation conmmttee to return to the prem ses and
seek danmages associated with vacating the premses from the
| andl or d.

d. Rent control. A landlord nmay not increase the
rent on the premses for a period of three years from the
date of execution of the relevant tenancy contract. If the

| andl ord transfers ownership of the prem ses, the new owner
may not increase the rent on the premses for a period of
three years from the date of execution of the tenancy

contract with the previous ower. At the expiration of the
t hree-year period, the landlord and the tenant nay agree to
change the anount of the rent paynent. However, if the

parti es cannot agree on the anount of the rent paynent, they
may petition the rental nediation commttee which wll
determine the rent paynents for the following three-year
peri od. In order to determne the anount of the rent
paynents, the rental mediation conmttee nmay consider
prevailing economc conditions in the Emrate of Sharjah,
the condition of the premses, rental anmounts for simlar
premses in the vicinity and other rel evant factors.
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The new Law gives tenants substantial protections
agai nst harassnent. A landlord may not deprive the tenant
of wutilizing the rented premses, its appurtenances or
services, nor may a landlord pressure the tenant to vacate
the premses or raise the rent in violation of the Law. A
| andl ord may not destroy itenms on the prem ses or take any
itens that were on the premses at the commencenent of the

t enancy. If a landlord undertakes any of these acts, the
tenant nmay petition the rental nediation conmttee which may
ask the landlord to rectify the violation. If the landlord

fails to do so, the tenant may rectify the violation at the
| andl ord's expense and deduct costs from the rent paynent.
The tenant may also file a court claimfor conpensation.

e. Abandonnent of prem ses. |If a tenant abandons the
prem ses, the l|landlord nay appear before an execution court

after the tenancy contract has expired and ask the execution
court to permt the landlord to rent the prem ses to another
t enant . The execution court my issue a notice to the
tenant calling on the tenant to appear before the court.
The | andl ord nust post the notice in a visible place on the
prem ses and publish the notice in an Arabic newspaper. | f
the tenant does not appear before the execution court within
fifteen days of publication of the notice, then the
execution court may open the prem ses, take an inventory of
the contents and deposit them with the Court Deposits
Section or with a third party. The execution court nust
prepare a detailed nenorandum regarding the inventory and
the deposit, and it may then hand over the premses to the
| andl or d. The execution court must expedite these
procedures, but it is not permtted to charge judicial fees
relating to the procedures.

f. Regul ati ons. A Decree inplenmenting the Law wi |l

be issued by the Sharjah Executive Council. The Decree wll
specify the fees that may be charged to inplenent the Law
It will also establish the rental nediation commttee and

the Conplaints Commttee.

4. Addi tional Service Mark Categories

Mnisterial Resolution No. 165 of 2001, pronul gated by
the Mnister of Econony and Commerce, anends the
| npl enenting Regul ations to the Trademarks Law (see the July
1994 edition of this Newsletter) in respect of the
recogni zed classes of tradenarks. The anendnent repl aces
class 42 of registrable trademarks with four new cl asses
The replaced class 42 was the "mscellaneous" class for
services-rel ated tradenarks. The anmendnent ains to ensure
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consi stency between U A E. law and the international
classification of commobdities and services used by the Wrld
Intellectual Property O ganization. O asses 42 through 45
now i ncl ude the follow ng:

Cass 42Scientific and technical services and the research
and desi gn services relating t heret o,
industrial analysis and research services,
devel opnent and design of conputer equipnent
and conput er progr ans servi ces, | ega
servi ces.

Class 43Provision of foodstuff and beverages and tenporary
acconmodat i on servi ces.

Cl ass 44Medical and veterinary services, health and beauty
services, agricultural gardening and forest
servi ces.

Cl ass 45Personal and social services rendered by third
parties to neet individual needs, security
services for protection of property and
i ndi vi dual s.

5. Hacker Prosecution

In June 2000, we reported on the prosecution of a young
conputer technician who had allegedly hacked into and
initiated denial of service attacks on Etisalat, the UAE
t el ecommuni cati ons nonopoly and Internet Service Provider.
The accused was charged under Article 46B of the Federal Law
creating Etisalat, which relates to "m suse of equipnent,
services or facilities provided by Etisalat" (see the June
2000 edition of this Newsletter). The specific charges were
(i) opening Etisalat enployees' private E-nmails and (ii)
inproperly gaining access to and msusing Etisalat's
i nternet system

In July 2001, the accused was convicted on the first
charge but acquitted on the second charge, and sentenced to
pay a fine of Dh 10, 000. The Dubai Court of Appeal then
found the accused guilty on both charges, but did not nodify
the fine. The Dubai Court of Cassation has now upheld the
ruling of the Court of Appeal. It is wunderstood that
collateral «civil Ilitigation is proceeding, including the
hacker's defamation case against FEtisalat and Etisalat's
civil case for damages agai nst the hacker.

6. Chal I enge to Enforcenent Court O der



- 18 -

W have recently reported on the limted scope for
judicial review of enforcenent court orders under Article
222 of the Code of CGvil Procedure (see the Cctober 2001
edition of this Newsletter). W now report on the review of
such orders in light of Article 173(2) of the Code of Cvi
Procedure, which provides that judgenents rendered by courts
of appeal in enforcenent proceedings nmay not be appealed to
t he Federal Suprene Court.

A final judgenent was issued against a limted
liability conmpany and its sharehol ders, which the judgenent
creditor sought to enforce against one of the sharehol ders.
The defendant in the enforcenment case asked the enforcenent
court to restrict enforcenent of the judgenent to the
defendant's share in the capital of the limted liability
conpany, on the grounds that the judgenent did not order
joint and several liability. The enforcenent court denied
the request, and this denial was upheld by the Federal Court

of Appeal .
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Before the Federal Suprenme Court, a threshold issue was
raised as to the Court's jurisdiction in light of Article
173(2) of the Code of G vil Procedure. In holding that it
had jurisdiction notwithstanding Article 173(2), the Federal
Suprene Court drew a distinction between orders passed in
enforcenment of judgenents and orders ruling on the nerits.
The forner category of orders was addressed by Article
173(2), but not the latter. In the current case, the order
of the enforcenent court involved nore than nere enforcenent
of a judgenent and touched on the merits of the underlying
dispute by ruling on the issue of joint and several
liability. The Federal Supreme Court held that the order of
the Court of Appeal nust be vacated and the case remanded to
the Court of Appeal for further consideration.
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